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KEY ECONOMIC INDICATORS 


(All values in millions US $ unless otherwise stated 1/) 


Est. Growth Rate 
INCOME, PRODUCTION, EMPLOYMENT 1972 1973 1974 1973 1974 


B C D E 

GNP at Current Prices (CBI for 72) 2/ 17576 §©26048* 40114* 48,2 54.0 
GNP at Constant Prices (CBI for 72) 

(1959 prices - annual basis) 2/ 13170 17490 * 24486 * 32.8 40.0 
Per Capita GNP, Current Prices (CBI 

for 72)(annual basis) in dollars 2/ 576 829* 1242* 43,9 49.8 
Investment as % Current GNP 2/ 24.9 22.5 Nede 

— (base year 1969) (CBI Quarterly 

Avg. 

Industrial Production (annual basis) 147.3 181.1 Nea. 

Industrial Wages (annual basis) 163.8 205.2 Neade 
Oil Production Mil. Barrels (annual 

basis) 1839 2139 «2280 * 
Wheat Production Thous. MT (annual 

basis) 4034 3950 4250* 


MONEY AND PRICES 


Money Supply (CBI, average) 3/ 4/ 1825 2644 34.6 
Public Debt Outstanding 
Domestic, Net to Banking System 
(average) 4/ 1172 1457 29.5 
External, Net, Total 2/ 3224 Nea. 22.5 
Discount Rate (CBI 4/74) 7.5 9 
Indices (base year 1969) 
Consumer Price (CBI, avg.) 5/ 112.0 132.6 
Wholesale Price (CBI, avg.) 5/ 115.4 139.5 


BALANCE OF PAYMENTS & TRADE 


Gold & ForEx Reserves, Net 
(CBI, avg) 4/ 306.2 681.0 852.4 122.4 
Bal. of Payments (CBI avg.) 4/ 124.6 62.7 445.3 
Non-0i1 Exports, FOB (MOF Incl. 
gas) 456.2 648.6 42.2 
U.S. Share (%) 7.0 8.0 
Imports, CIF, Non-Military (MOF) 2410.0 3426.8 42.2 
U.S. Share (%) 16.9 14.0 
Main Imports from US (1973): 
Machinery 144.0, Cereals 106.6, Transport Equipment 50.2, Iron & Steel Products 31.1, 
Electric Machinery 28.7, Vegetable & Animal 011 25.7, Chemicals and Pharmaceuticals 
22.0. 


1/ Calculations at Ris. 67.50 = $1.00, except trade figures for 1972 which were con- 
verted at Ris. 75.75 and for 1973 at Rls. 68.00 = $1.00 

2/ Data as of end of Iranian Year 1351 (March 20, 1973) for Column A and 1352 
(March 20, 1974) for Column B. 

3/ Currency in circulation plus demand deposits * Estimated 

4/ First two months average for 1974 

5/ First three months average for 1974 

Source: Central Bank of Iran (CBI), Ministry of Finance (MOF), US Dept. of Commerce 





The already excellent prospects for Iran's booming economy have 
been strikingly improved by events of the past half year. The 
country's growing economic strength is due primarily to the 
sharp increase in oil] prices announced by the petroleum export- 
ing countries in December. Iran's foreign exchange earnings 
during the current Iranian year (1353, starting March 21, 1974) 
are estimated at about $18 billion or some three times the 
amount earned during the previous year. While inflation re- 
mains “a problem, the rate of real growth in GNP during 1352 is 
estimated at 32.8 percent, and the rate for this Iranian year 
may be as much as 40 percent. With economic growth has come 
two-digit inflation, however. 


The Iranian Government is making plans for stepping up its 
already ambitious development program in order to spend a 
large portion of its sharply increased revenues. Imports 

are expected to increase dramatically this year, and Govern- 
ment expenditures for improving educational and medical 
facilities, housing, and other social welfare activities 
should rise substantially. The rate of both public and pri- 
vate sector investment will continue to accelerate. Expan- 
sion of the petroleum refining, petrochemicals, steel, mining, 
and agro-business industries will be emphasized. The attrac- 
tiveness of Iran both as an export market and for foreign 
investment will continue to grow. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Booming Economy, Foreign Exchange Surplus: Like other oi] export- 
ing countries, Iran saw its financial situation and balance of 
payments outlook dramatically improve in mid-December 1973, when 
petroleum export prices tripled. While only estimates are as yet 
available for Iranian Year 1352 (ending March 20, 1974) and little 
can be said with any feeling of certainty about prospects for the 
current year, Iranian foreign exchange earnings are expected to 
almost triple from about $6 billion last year to some $18 billion 
in 1353. The 1352 growth rate of gross national product in real 
terms, which earlier was forecast at about 14 percent, is now 
estimated at 32.8 percent by the Central Bank. The abnormally 
high growth rate was caused by the increase in oil] prices which 

On an average were 140 percent higher in 1352 than in the previous 
Iranian year. In 1352 the oil sector accounted for about 33 per- 
cent of the Iranian economy. (For national income accounting 
purposes oi] prices were calculated at the time of export rather 
than when payments were received after a 60-90 day lag.) Without 
the sharp increase in oil prices, it is estimated that real growth 
in Iran's GNP during 1352 would have been slightly less than 20 
percent. Taking into consideration much higher average oil prices, 
the 1353 rate of real GNP growth in financial terms is expected to 
be about 40 percent. 


The Government of Iran has not yet announced definitive decisions 
for investing its newly found wealth. However, Iran with its 
larger population (currently slightly above 32 million) and longer 
experience with development planning is better able to utilize 

its increased foreign exchange earnings than other Persian Gulf 
littoral states. There is speculation that imports, which in all 
categories probably totalled about $6 billion in 1352, may be as 
much as $10 billion this Iranian year. The Government of Iran has 
announced its intention of pre-paying more than $1 billion in 
foreign debts, and a similar amount is expected to be committed 
for multilateral foreign assistance programs to be worked out 
through the IMF and IBRD. Decisions apparently have not yet been 
made on how much of the money will be invested abroad and how 
large a sum will be added to Iran's foreign exchange reserves. 


The Iranian Fifth Development Plan which began March 21, 1973, is 
currently under revision. Development spending, originally set 
at $36 billion for the five-year period, is expected to rise by 
about $20 billion. The $12 billion spending proposals in the 1353 
budget probably will be increased considerably when the revised 





budget is submitted to Parliament in September 1974. Continuing 
emphasis is expected on spending for industrial and agricultural 
development, national defense, and social infrastructure. In 
February the Iranian Government announced a new system of universal 
free education for the first eight years of schooling, and an ex- 
panded national health care program was outlined by the Minister 
of Health the following month. 


Liberalization Measures: Reflecting the country's much improved 
financial position, the Government of Iran in January took a major 
step towards making the rial fully convertible by considerably 
liberalizing the exchange control system. Exporters no longer are 
required to convert foreign exchange earnings through the Iranian 
banking system. A two-tier system of commercial and non-commercial 
rates for the rial was set up, but there has been little difference 
in the two rates, and the Iranians have let it be known that there 
are no plans to revalue the rial vis-a-vis the U.S. dollar. On 
the unofficial foreign currency market, the value of the rial has 
moved from Rls. 70-71 per dollar to about Rls. 68 per dollar, 
indicating the current strength of Iran's currency. 


A substantially liberalized import policy was announced by the 
Minister of Economy for Iranian Year 1353 on March 19. The com- 
mercial benefit tax was eliminated or reduced on more than 200 
items, 18 were taken off the banned list, and import without Min- 
istry of Economy approval was announced for 29 other items. 
Important categories of imports affected included agricultural 
tools and equipment, computers, chemical raw materials, dried milk, 
all types of paper, towels, woolens, etc. 


While oi] exports have always tended to overshadow Iran's other sales 
abroad, other exports have performed impressively in recent months. 
The 1973 increase in non-oil exports was 42 percent over the pre- 
vious year. Iran is placing emphasis on non-oil export promotion 
with a view towards the time when an export surplus of oi] no 

longer will be available. 


Iran's borrowing abroad during 1353 is expected to total only about 
$400 million rather than the $1 billion in the original budget pro- 
posals. Because of the technical assistance included, the Iranian 
Government still is eager to obtain World Bank loans, but these 

in the future will not exceed Iran's purchase of IBRD bonds. 
Emphasis will be placed on agricultural loans. 





Foreign Investment Developments: New foreign collaborations with 
Iranian companies continue to increase. Significant new deals with 
American firms during the past six months include a $280 million 
joint venture between Dupont and a group of Iranian companies to 
construct a synthetic fibers production plant at Isfahan, a Swindell- 
Dressler of Pittsburgh contract with the National Iranian Steel 
Industries Company to build a million metric ton per year gas re- 
duction sponge iron plant, an International Harvester joint venture 
for the assembly of trucks in Iran, and a Century-Gould joint venture 
to manufacture fractional horsepower electric motors. A number of 
U.S. companies are negotiating deals for petrochemical plants in 

Iran and bidding on new oil and natural gas exploration contracts: 


American banking interests are growing in Iran. First National City 
Bank of New York and Chase Manhattan Bank have opened representative 
offices in Tehran during the past half year. The new Dariush Bank, 
35 percent owned by Continental of Illinois, General Motors, and a 
Japanese bank is expected to begin operating shortly. Chase Man- 
hattan expects before the end of 1974 to establish a new bank along 
with Bank Saderat (Export Bank of Iran) and the Industrial Mining 
and Development Bank of Iran. One-quarter of the shares will be 
owned by the public. 


Private industry in other countries has continued to actively 

seek new investment opportunities in Iran. In recent months high 
level delegations from Great Britain, Germany, Canada, India, 

Sweden and Italy have visited Iran to discuss trade and invest- 
ment possibilities. While the results of these conferences usually 
are not as impressive as the local press reports, they exemplify 
rising interest in participation in Iran's rapid development. A 
number of important deals have been negotiated, such as construction 
by German firms of two gas reduction sponge iron plants at Ahwaz. 


Overall Iranian industrial production during 1973 rose at an average 
rate of almost 23 percent over 1972. Fastest growing industries 
include household appliances, automobiles, sheet glass, pharmaceu- 
ticals, petrochemicals, dairy products and alcoholic and non- 
alcoholic beverages. Wages and salaries towards the end of the 
year were rising at an annual rate of about 25 percent. 


Problems in the Economy: Inflation, the still lagging agricultural 
sector, and the shortage of trained personnel still trouble the 
Iranian economy. During 1352 consumer prices increased by 11 per- 
cent and wholesale prices by 13 percent, and the rate of increase 





appears to have accelerated towards the end of the year. The GNP 
deflater, which may be a better indication of the real rate of 
inflation, is now about 15 percent. However, the GOI is aware of 
the inflation problem and is taking some counteractive measures 
such as permitting more imports of consumer goods and scarce food 
items. The rate of growth in the money supply has been slowed 
from about 37 percent six months ago to about 25 percent in the 
past three months. Because of Iran's very rapid growth rate and 
rising Government spending and private sector investment, infla- 
tionary pressures seem certain to continue for a long time to come. 


The Iranian Government's emphasis on improving the lagging agri- 
cultural sector continues. This year's wheat harvest is forecast 
at 4,250,060 metric tons, or about eight percent higher than last 
year, but imports of 800,000 metric tons (mostly from the U.S.) 
still probably will be necessary. Total foodgrain imports of 1.1 
million metric tons are expected during crop year 1974-75. With 
disposable income rising faster than agricultural production, 
periodic food shortages have developed in such widely consumed 
commodities as meat, sugar, rice, eggs, and some early vegetables. 
The Government is increasing imports to meet the rise in consumer 
demand, but future occasional shortages seem likely to recur. 


Increasing agricultural production in Iran, where the greatest 
bottleneck is the shortage of water, will be a slow process, but 
eventually the country should be able to feed itself. Over the 

next several years big investments will be made in improving 

Iran's irrigation network and in agro-business. While prices 

to the farmer have remained artificially low as an anti-inflationary 
measure, they may have to rise in order to provide incentive for 
greater production. 


IMPLICATIONS FOR THE UNITED STATES 


Bright Prospects for Exporters: Both Government planners and the 
Iranian private sector are working avidly on ways to spend the 
windfall the country will receive from increased foreign exchange 
earnings due to oil price increases. Iran's very favorable fin- 
ancial position, plus its growing industrial base and internal 
political stability, make it easily the most attractive market 

for U.S. exporters in the Middle East. Imports grew by 42 percent 
in 1973 over the previous year. A recent $46 million sale of 
trucks and trailers was made by White Motors which may ultimately 
grow into a $120 million deal for the American company. 





UNCLASSIFIED 


American firms competing for the Iranian market, however, wil] 
continue to face increased competition from European and Japanese 
companies. Japan edged past the U.S. as Iran's second largest 
supplier of non-military imports (West Germany is first). U.S. 
firms must be 2ble and willing to compete with the attractive 
financial and servicing facilities offered by their competitors. 
Iranians are experienced comparison shoppers, and an intimate 
knowledge of local market conditions is an essential ingredient 
of commercial success in this country. Obtaining the services 

of an aggressive and competent local representative usually is 
essential for success in the Iranian market. Prospective U.S. 
sales usually benefit from such considerations as product quality 
and reputation, advanced technology, and well established post- 
sale support facilities. 


Although Iran for many large purchases abroad has increased the 
amount of cash made as a down payment in order to avoid paying the 
high interest rates now being charged by commercial banks, it still 
is interested in Export-Import Bank financing for some projects. 
Recent loans have been made for telecommunications equipment and 
radio broadcasting stations. ExIm Bank has strongly supported 
American commercial endeavors in Iran and can provide essential 
pre-commitments on financing, assist in covering the cost of 
engineering and feasibility studies, and make credit available 
through local banks to small and medium-sized purchasers of U.S. 
equipment and related services. 


Activity at the U.S. Trade Center which opened in Tehran in 
November 1973 has increased considerably during the past half 
year. The second major exhibition--office equipment--was held 

in February. Nine between-show promotions have taken place 

Since the Trade Center was opened. These represented 16 American 
companies and resulted in floor sales of $182,500 and 12-24 month 
sale projections of $254 million. The next major exhibitions 
scheduled are for institutional feeding equipment in October and 
educational and industrial training aids in November. Space is 
rapidly being booked for between show promotion during the inter- 
vening months. 


As in the past, American suppliers of foodgrains, heavy construc- 
tion equipment, motor vehicles, aircraft, agricultural machinery, 
office equipment, communications, power generation, and electronics 
equipment and facilities, medical, hospital and laboratory supplies, 
electrical, textile, and metal working machinery, iron and steel, 
and automotive parts, servicing equipment, and fittings probably 





have the best prospects for sales in the Iranian market. Major 
emphasis over the next decade on expanding the Iranian steel 
industry, export oriented oil refineries, establishing a major 
petrochemicals industry in Iran, exploitation of minerals re- 
sources, and strengthening agro-business should bring numerous 
trade opportunities to American companies. Trade liberalization 
should continue as the economy grows and the country seeks new 
ways to utilize its foreign exchange surplus for development. 


Investment Opportunities: While much of the expansion in the 
Steel industry, 071 refineries and petrochemicals industry wil] 
be reserved for the public sector, private foreign investors are 
not prohibited from investing in these industries. The Iranian 
public sector is expected to grow at a rapid rate, but the Gov- 
ernment's policies on public versus private sector investment in 
most industries are flexible. Opportunities for U.S. and other 
foreign investors to enter profitable joint ventures with Iranian 
firms are expected to increase. In most cases, foreign ownership 
of joint ventures does not exceed 49 percent. Licensing and tech- 
nical cooperation agreements with both public and private sector 
companies, where no foreign equity investment is involved, also 
are attractive. As is the case in exporting to Iran, a reliable 
local partner or representative is necessary for working out 
either investment or technical collaboration agreements. 


Industrial development in Iran in many sectors is just getting 
started, and the Government's very favorable attitude towards 
additional foreign investment is expected to continue. The more 
than 50 percent expansion expected in development spending in the 
revised Fifth Development Plan should mean numerous new opportu- 
nities for U.S. firms. The Iranian Government provides numerous 
incentives to attract potential foreign investors such as tax 
holidays, import duty exemption for machinery and equipment, and 
long-term credits on favorable terms. These are worked out on 

an individual basis depending on the need for a particular industry. 
Willingness to locate outside the congested areas of Tehran and 
Isfahan is another factor affecting investment incentives. 





a major force in 
the economy 


The franchise method of distribution is 
a significant part of the nation’s market- 
ing system and sales are expected to 
reach $178 billion in 1974. The Con- 
sumer Goods and Services Division, 
Bureau of Domestic Commerce, has a 
continuing program which collects and 
publishes data on franchising by key 
business sectors. 


Franchising in the Economy, 1972-74 Franchise Opportunities Handbook 
(1974-542-653/126) at $1.25 each (September 1973) at $2.20 each 


[] Number of establishments [] Data on 521 franchise operations 
[] Volume of sales Description of operations 

_] Employment in franchising Equity capital needed 

[| International operations Training provided 

[_] Changes in ownership [] Sources of franchising information 
[|] Data by key business sectors (_] Checklist for evaluating a franchise 


U.S. DEPARTMENT OF COMMERCE / Domestic and International Business Administration / Bureau of Domestic Commerce 


ORDER FORM — Please send me ___ copy(ies) of | enclose $ (check, money order, or Supt. of Documents 
[_] Franchising in the Economy, 1972-74 coupons) or charge to my Deposit Account No 


(Catalog No. C57.502:F84/972-74), at $1.25 each. | ™*' Amv § 
[_] Franchise Opportunities Handbook enn: nen sean 
(Catalog No. C57.16:973). Sept. 1973, at $2.20 each. WITH PAYMENT TO FOR USE OF SUPT. DOCS. 


Enclosed 
To be mailed 


print) 


Name Superintendent of Documents 
U.S. Government Printing Office ater 
ee ee Washington, D.C. 20402 Refund 
or any U.S. Department of Coupon refund 
_—” 6—UC™Ct~C~C~C~—ststst‘“‘“CSsSC—iiaCSSCS SSC ee Commerce District Office Postage 


sr 


MAKE CHECK OR MONEY ORDER PAYABLE TO SUPERINTENDENT OF DOCUMENTS 


To Insure Prompt. Accurate Shipment, Place Correct Address on Mailing Label Below 


(please type or 


Re ener Geico” ‘. POSTAGE 
Washington, D.C. 20402 AND FEES PAID 
Mee U.S. GOVERNMENT 
OFFICIAL BUSINESS PRINTING OFFICE 
i 375 


Return after 5 days Special Fourth Class Rate 


ee ee. ee Book 





MANUFACTURERS... 


ARKET SHARE REPORTS 


74 Country Reports 
$3 each 


1,109 Commodity Reports 
$3 for 1 to 5 reports 


ORDER YOUR FREE MARKET SHARE REPORTS 
CATALOG... TODAY! 


Name 
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City, State , 


etnnt Ment OF co, 


=, Mail to: NATIONAL TECHNICAL 


> : INFORMATION SERVICE 
. a U.S. Dept. of Commerce 
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